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OATH OR AFFIRMATION

Eileen Moore swear or affirm that to the best of my knowledge and belief the

accompanying financial statements and supporting schedules pertaining to the firm of EarlyBird

Capital Inc as of January 31 2009 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary

interest in any account classified solely as that of customer except as follows

________________________None________________________________________________

Signature

Title

ROU IZARRY
NotaryPLcStat.otNQwYodc

2i--- No 011R6161841

Not Public
OuahfiednSuffolkCounty

Commsson Expires March 05 2011

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

jg Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l

and the Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to

methods of consolidation

An Oath or Affirmation

copy of the SICP Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the

previous audit

For conditions of confidential treatment of certain portions ofthisfihing see section 240.17a-5e3
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Independent Auditors Report

The Board of Directors and Stockholder

EarlyBirdCapital Inc

We have audited the accompanying statement of financial condition of EarlyBirdCapital Inc the

Company wholly owned subsidiary of EBC Holdings Inc as of January 31 2009 and the

related statements of operations changes in stockholders equity and cash flows for the year then

ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934 These
financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States

of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe

that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of EarlyBirdCapital Inc as of January 31 2009 and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules and II is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934 Such information has

been subjected to the auditing procedures applied in the audit of the basic financial statements and in

our opinion is fairly stated in all material respects in relation to the basic financial statements taken

as whole

LL
Sherb Co LLP

New York New York Certified Public Accountants
March 17 2009

SIIERB CO LLP

Certified Public Accountants



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Statement of Financial Condition

January 31 2009

Assets

Cash and cash equivalents 17567805

Certificates of deposit restricted 93366

Clearing firm receivable 3896

Other receivable 330000

Income taxes receivable 973000

Marketable securities 1333206

Property and equipment net 180525

Other assets 208179

Total assets 20.689.977

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses 540212

Commissions payable 113663

Deferred income 231147

Income taxes payable 19000

Total liabilities 904.022

Stockholders equity

Common stock no par value 1500 shares authorized

500 shares issued and outstanding 13859379

Retained earnings 5926576

Total stockholders equity 19785955

Total liabilities and stockholders equity 20.689.977

See accompanying notes to financial statements



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Statement of Operations

Year ended January 31 2009

Revenue

Commissions 4517776
Investment banking and underwriting 5443021

Net realized gain on the sale of marketable securities 1900560

Net unrealized loss on marketable securities 443322
Interest 420839

Other 150425

Total revenue 11989299

Expenses

Compensation and benefits 8733282

Clearing and floor brokerage 17357

Occupancy and equipment 540309

Communications 112629

Interest expense 2226

Depreciation 91595

Underwriting 568083

Other general and administrative 1077168

Total expenses 11142649

Income before income tax expense 846650

Income tax expense 407674

Net Income 438.976

See accompanying notes to financial statements



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Statement of Changes in Stockholders Equity

Year ended January 31 2009

Common

Stock Retained

no par value earnings Total

Balance at February 2008 $11599852 8047600 19647452

Dividend Paid 2560000 2560000

Contribution of income tax benefit 2259527 2259527

Net Income -- 438.976 438976

Balance at January 31 2009 13.859379 5.926.576 19.785.955

See accompanying notes to financial statements



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Statement of Cash Flows

Year ended January 31 2009

Cash flows from operating activities

Net income 438976

Adjustments to reconcile net income to net

cash provided by in operating activities

Depreciation 91595

Contribution of income tax benefit by parent 2259527

Increase decrease in operating assets

Clearing firm receivable 756993

Income taxes receivable 973000
Other receivable 330000
Marketable securities 2841554
Other assets 15291

Increase decrease in operating liabilities

Deferred income 93647

Accounts payable and accrued expenses 1587356
Deferred taxes 1756757
Income taxes payable 19.000

Commissions payable 45233

Total adjustments 1445145

Net cash provided by operating activities 1884121

Cash flows from investing activities

Purchase of property and equipment 27951
Net cash used in investing activities 27951

Cash flows from financing activities

Dividends 2560000
Certificate of deposit 3212

Net cash used in financing activities 2563212

Net increase in cash and cash equivalents 707042

Cash and cash equivalents at beginning of year 18274847

Cash and cash equivalents at end of year 17.567.805

Supplemental disclosures of cash flow information

Cash paid for interest 2.226

Cash paid for income taxes 831.515

See accompanying notes to financial statements



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Notes to Financial Statements

Or2anization

EarlyBirdCapital Inc the Company is wholly owned subsidiary of EBC Holdings Inc the Parent
which in turn is 80% owned subsidiary of Firebrand Financial Group Inc FFGI The Company is

broker-dealer registered with the Securities and Exchange Commission the SEC and is member of the

National Association of Securities Dealers Inc the NASD

The Companys primary activities include the origination underwriting and distribution of equity securities

for early stage emerging growth companies to private investors in public and private offerings as well as

the generation of commission income from the securities brokerage business

All customer accounts are cleared through and carried with Southwest Securities Inc on fully disclosed

basis

Summary of Si2nificant Accountin2 Policies

Cash and Cash Equivalents

The Company considers highly liquid financial instruments with maturities of three months or less at the time

of purchase to be cash and cash equivalents

The Company maintains its cash in bank accounts at high credit quality financial institutions The balances at

times may exceed federally insured limits

Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

consolidated financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

Fair Value of Financial Instruments

Substantially all of the Companys financial assets and liabilities are carried at market or fair value or at

amounts which approximate current fair value due to their short-term nature

Revenue and Expense Recognition

The Company earns revenue commissions from brokerage activities which are recognized on the day of

trade trade date basis Investment banking income includes fees earned for financial advisory underwriting

and placement services Financial advisory fees are earned throughout the term of the financial advisory

agreement Fees for underwriting and placement services are recognized when the deal is completed and the

income is reasonably determinable Selling concessions from initial public offerings are included in

commissions



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Notes to Financial Statements

The Company may receive equity instruments which include stock purchase warrants and common and

preferred stock from companies as part of its compensation for investment-banking services that are classified

as marketable securities on the balance sheet if still held at the financial reporting date These instruments are

stated at fair value in accordance with SFAS 115 Accounting for certain investments in debt and equity

securities and EITF 00-8 Accounting by grantee for an equity instrument to be received in conjunction

with providing goods or services Primarily all of the equity instruments are received from small public

companies The stock and the stock purchase warrants received are typically restricted as to resale Though
the Company generally receives registration right within one year Company policy is to resell these

securities in anticipation of short term market movements The Company recognizes revenue for such stock

purchase warrants when received based on the Black Scholes valuation model On monthly basis the

Company recognizes unrealized gains or losses in the statement of operations based on the changes in value in

the stock purchase warrants as determined by the Black Scholes valuation model Realized gains or losses are

recognized in the statement of operations when the related stock purchase warrant is exercised and sold

Marketable Securities

The Company classifies its existing marketable equity securities as Trading Securities in accordance with the

provision of Statement of Financial Accounting Standards No 115 Accounting for Certain Investments in

Debt and Equity Securities These securities are carried at fair market value Realized gains or losses are

recognized in the statement of operations when securities are sold Gains or losses on securities sold are based

on the specific identification method Unrealized gains or losses are recognized in the statement of operations

on monthly basis based on changes in the fair value of the security as quoted on national or inter-dealer stock

exchanges

Depreciation and Amortization

Office furniture equipment and leasehold improvements are stated at cost net of accumulated depreciation

Office furniture and equipment are depreciated using either an accelerated or straight- line method where

applicable over their estimated useful lives Leasehold improvements are amortized over the lesser of the life

of the lease or estimated useful life per management

Income Taxes

Deferred income taxes are recognized for the future tax consequences attributable to differences between the

financial statement carrying amounts of existing assets and liabilities and their respective tax basis Deferred

tax assets and liabilities are measured using enacted tax rates expected to be recovered or settled The effect on

deferred taxes of change in tax rates is recognized in income in the period that includes the enactment date

Management Estimates

The accompanying financial statements have been prepared in accordance with generally accepted accounting

principles GAAP The preparation of financial statements in conformity with GAAP requires management

to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported revenues and expenses

during the reporting period Actual results could differ from those estimates



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Notes to Financial Statements

Marketable Securities

Marketable securities as shown in the accompanying statement of financial condition consist primarily of

restricted warrants and trading securities Their cost and estimated fair and market value at January 31
2009 are as follows

Unrealized Fair

Cost Gains Value

Common Stock 1123540 209666 1333206

Property and Equipment

Property and equipment consists of the following

Life

Furniture
years 165002

Equipment years 248033

Leasehold improvements years 79968

493003

Accumulated depreciation 312478

Property and equipment net 180525

Depreciation expense for the year ended January 31 2009 was $91595

Income Taxes

The Company is included in the consolidated income tax returns of its Parent

Taxes are reported as if the Company files on stand alone basis

The components of the provision for taxes is as follows

Current 407674

Deferred

407674



EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Notes to Financial Statements

The reconciliation between the expected income tax expense computed using the statutory federal rate of 35%
and the actual income tax expense is as follows

Expected income tax expense 296327

State and local tax expense net of federal benefit 78394

Permanent differences 32.953

Tax expense per financial statements 406.674

Commitments and Contingencies

In the normal course of business the Company enters into underwriting agreements letters of intent to

underwrite and other investment banking commitments The Company does not anticipate any material

adverse effect on its financial position resulting from these commitments contingent liabilities and guarantees

The Company leases office space in four locations in New York Rent expense totaled $421134

for the year ended January 31 2009

Future minimum annual payments under all lease agreements are as follows

Year ended January 31

2010 396314

2011 300860

2012 304579

2013 317588

2014 295.004

Thereafter 10106

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital rule SEC rule 15c3-l which requires the maintenance

of minimum net capital and requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to At January 31 2009 the Company had net capital of $17491310 which was $17391310 in

excess of its required net capital of $100000 The Companys ratio of aggregate indebtedness to net capital was

.05 to

10
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Schedule

EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

Computation of Net Capital

Under Rule 15c3-l of the

Securities and Exchange Commission

January 31 2009

Total stockholders equity qualified for net capital 19785955

Deductions and/or charges

Non-allowable assets

Property and equipment net of accumulated depreciation 180525

Securities not readily marketable 72427

Other assets 1588935

Other deductions and/or charges

Receivables from non-customers 27758

1869645

Haircuts on securities 425.000

Net capital 17491310

Computation of Basic Net Capital Requirement

Minimumnet capital required 2/3% of total aggregate indebtedness 60.268

Minimumdollar net capital requirement of broker and dealer 100000

Net capital requirement greater of above 100.000

Excess net capital 17.391.310

Computation of Ratio of Aggregate Indebtedness to Net Capital

Total aggregate indebtedness 904.022

Ratio of aggregate indebtedness to net capital .05

Statement Pursuant to Paragraph d4 of Rule 17a-5

No material differences exist between the net capital computation above and the

computation included in the amended FOCUS Form X- 7a-5 Part hA as filed

by the Company on March 17 2009

11



Schedule

EarlyBirdCapital Inc

Wholly Owned Subsidiary of EBC Holdings Inc

January 31 2009

Statement of Exemption from Rule 15c3-3

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act of

1934 in that the Companys activities are limited to those set forth in the conditions for exemption

appearing in paragraph of the Rule

EarlyBirdCapital Inc is claiming exemption due to the fact that all customer transactions are cleared

through Southwest Securities Inc on fully disclosed basis

Therefore the following reports are not presented

Computation for Determination of Reserve Requirement under Rule 15c3-3

Information Relating to the Possession or Control Requirements under Rule 15c3-3

12
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Independent Auditors Report on Internal Control

Pursuant to SEC Rule 17a-5 for Broker-Dealer

Claiming

Exemption From SEC Rule 15c3-3

The Board of Directors and Stockholder

EarlyBirdCapital Inc

In planning and performing our audit of the financial statements and supplemental schedules of

EarlyBirdCapital Inc the Company wholly owned subsidiary of EBC Holdings Inc for the year ended

January 31 2009 we considered its internal control including control activities for safeguarding securities in

order to determine our audit procedures for the purpose of expressing our opinion on the financial statements

and not to provide assurance on internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission the SEC we have made

study of the practices and procedures followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in rule 17a-5g in making the periodic

computations of aggregate indebtedness and net capital under rule 7a-3 all and for determining compliance

with the exemptive provisions of rule 15c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of

internal control and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from unauthorized

use or disposition and that transactions are executed in accordance with managements authorization and

recorded properly to permit preparation of financial statements in accordance with accounting principles

generally accepted in the United States of America Rule 7a-5g lists additional objectives of the practices

and procedures listed in the preceding paragraph

SIIERB CO LLP

13



Because of inherent limitations in internal control or the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

Our consideration of internal control would not necessarily disclose all matters in internal control that might be

material weaknesses under standards established by the American Institute of Certified Public Accountants

material weakness is condition in which the design or operation of the specific internal control components

does not reduce to relatively low level the risk that error or fraud in amounts that would be material in

relation to the financial statements being audited may occur and not be detected within timely period by

employees in the normal course of performing their assigned functions However we noted no matters

involving internal control including control activities for safeguarding securities that we consider to be

material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material
respects

indicate material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and procedures were adequate at

January 31 2009 to meet the SECs objectives

The report is intended solely for the use of the Board of Directors management the SEC and other regulatory

agencies that rely on rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered

brokers and dealers and is not intended to be and should not be used by anyone other than the specified parties

E.LL
Sherb Co LLP

Certified Public Accountants

New York New York

March 17 2009
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